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INTRODUCTION
Since the adoption of the Fiscal and Financial Decentralization Policy of 
2001 (Ministry of Finance and Economic Planning (MINECOFIN) 2001), the 
Government of Rwanda (GoR) has made considerable progress in reforming and 
strengthening public financial management and revenue mobilisation systems at 
both central and local government levels. To facilitate the implementation of the 
Fiscal and Financial Decentralization Policy of 2001, the GoR has implemented a 
new legal framework comprising of Law No. 59/2012 of 31/12/2012 to establish 
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ABSTRACT
This article addresses the role of Rwandan local government’s own reve-
nues and current challenges that local governments face in raising revenue. 
The article highlights the existing regulatory and policy instruments of own 
revenue in Rwanda’s local government, as well as the reforms and changes 
that have taken place since the decentralisation of government started in 
2001. Furthermore, it investigates the existing opportunity and potential 
for enhancing local finances in Rwanda. The article also investigates the 
decision to give the Rwanda Revenue Authority (RRA) the mandate to col-
lect local governments’ revenue on behalf of the districts. Furthermore, 
the author investigates key achievements since the decision was made, 
as well as future arrangements for increasing own revenue within local 
government districts.
Administratio Publica | Vol 25 No 4 December 2017 213
the sources of revenue and property of decentralised entities and governing their 
management. In addition, the Ministerial Order No. 005/12/10TC of 22/06/2012 
determines the modalities for its implementation while the Presidential Order No. 
25/10 of 09/07/2012 establishes the list of fees and other charges levied by decen-
tralised entities and determining their threshold.
There has been an increased focus on financial self-reliance within com-
munities. This has inspired citizens to become more innovative with home-
grown solutions to respond to challenges within their communities. This has 
mobilised and sensitised taxpayers to the importance of taxes and fee charges 
as a source of community development and poverty alleviation, rather than 
waiting for central government and development partners to facilitate change 
within communities.
The taxpayers know that taxes and fees are used to improve infrastructure, 
public security, public cleaning services, water treatment, installing security 
lights, ensuring health services for all citizens who have subsidised health treat-
ment, free education services and the one cow per family/cattle distribution 
(GIRINKA). These benefits enable taxpayers to comply with the above-mentioned 
legal framework.
This article investigates the existing opportunity and potential for enhancing 
local finances in Rwanda in terms of the Fiscal and Financial Decentralization 
Policy and other regulatory instruments as well as certain reforms and changes 
that have taken place since the start of the decentralisation process in 2001. The 
article also investigates the decision to give the RRA the mandate to collect local 
governments’ revenue on behalf of the districts as well as the key achievements 
since the decision was made, and the future arrangements for increasing own 
revenue within local government/districts.
CONTEXTUALISING LOCAL GOVERNMENT IN RWANDA
Rwanda adopted a decentralised governance system in 2000 as a way to facilitate 
good governance and an avenue to reduce poverty, as highlighted by the Economic 
Development and Poverty Reduction Strategy (EDPRS) (Economic Development 
and Poverty Reduction Strategy II 2013). To achieve this goal, the country was 
divided into 31 districts including the City of Kigali (CoK). Known as local govern-
ment, these districts were granted administrative and decision-making functions. 
However, for the decentralisation process to succeed, it must coincide with the 
devolution of fiscal and financial resources. Therefore, in 2001, the government 
undertook major systematic and sequential reforms within the tax administration 
systems. This involved establishing an effective and efficient tax system that is 
decentralised to the district level. This would help enable local governments to 
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raise their own revenue to meet their development targets, as well as any other 
major budgetary needs in a fiscally responsible and accountable fashion.
Prior to the decentralisation process, the districts depended on central gov-
ernment transfers, as well as donor contributions. After decentralisation, various 
taxes have been ceded to local governments (districts). These taxes include 
fixed-asset taxes, licences, property taxes, parking fees, market fees, commu-
nication tower fees, as well as other fees and permits, such as those of boats 
and bicycles.
In Rwanda, a district is a decentralised entity and is regarded as the top level 
of local government. Its governing structures are composed of council members, 
headed by the chairperson or speaker; the executive committee of the mayor, 
with two vice-mayors who are in charge of finance and social development and 
social welfare, respectively. Below the local government level, the sector level 
consists of council members, while the executive secretary is in charge of the 
overall operations, as well as mobilising citizens. The cell level lies below the sec-
tor level. It also consists of elected council members and an executive secretary. 
The lowest level of local government is the village level, where an executive com-
mittee consisting of six members is headed by the chief.
CONTEXTUALISING DISTRICT REVENUE
Because of the strong emphasis of donors on decentralisation, budgets and 
budget responsibilities are increasingly being shifted to the country’s 31 districts. 
Local government entities in Rwanda have several major own revenue sources to 
implement their functions:
 ● Own revenue collected from decentralised taxes including fixed-asset tax, 
rental income tax, trading licence tax and fees that include public cleaning 
services, market fees, parking fees and other service charges.
 ● Transfers from central government include block grants or unconditional grants 
to support administrative and operational costs. A total of 27 districts, exclud-
ing three districts and the City of Kigali, receive such grants.
 ● Earmarked and conditional transfers are transferred from sector ministries such 
as Agriculture, Education, Health, Environment, and Natural Resources, and 
are channelled through the districts as transit for non-budget agencies (NBAs), 
such as sectors, primary and secondary schools, health centres, hospitals, 
pharmacies, agricultural and environmental initiatives, to implement specific 
programmes for central government and the ministries.
 ● Support to local government investment projects, equivalent to 10% of do-
mestic revenues, is channelled through the Local Administrative Entities 
Development Agency (LODA) under the supervision of the Ministry of Local 
Administratio Publica | Vol 25 No 4 December 2017 215
Government (MINALOC). The grant is specifically used to implement local 
economic and community development policies and strategies, social protec-
tion and to support poverty reduction programmes. The grant is shared among 
the districts based on the project proposals. The following allocation formula 
is applied: 40% poverty level; 40% population size; 20% on surface area or 
the district’s size.
 ● Borrowing is another revenue source meant for infrastructure investment. 
However, for any district to access a loan from any financial institution, it 
requires approval and authorisation from MINECOFIN to determine a risk as-
sessment analysis.
Prior to decentralisation, the districts depended on central government transfers, 
as well as donor contributions. Since then, decentralised taxes have been imple-
mented. The three types of annual taxes include:
 ● Fixed-asset tax paid by an individual with a title deed or full ownership of 
land.
 ● Trade licences tax that is a type of tax that was decentralised to local govern-
ment. It is paid by any person who pursues a profit-oriented activity within a 
specific district’s boundaries.
 ● Rental income tax that is levied on rental income that a property owner earns 
on an annual basis. Tax is declared and paid 31 March at the latest or the fol-
lowing tax year (Law No 59/2011 of 31/12/2011 2012).
REGULATORY AND POLICY ENVIRONMENT
The GoR adopted the National Decentralisation Policy in May 2000, as a mecha-
nism to achieve good governance principles. This is done through improved par-
ticipation; promoting transparency and accountability; implementing responsive 
decentralised structures; enhancing local economic development (LED) through 
efficiency and effectiveness in implementing development programmes; and 
bringing quality and accessible services closer to the people.
The policy is being implemented in successive five-year-phases and is based 
on key strategic orientations, as per the government’s evaluation of each phase. 
The first phase, from 2001–2005, established democratically elected structures at 
local level, as well as institutionalised decentralisation. The second phase, from 
2006–2010, focused on the implementation of decentralisation, as well as the 
devolution of both human and financial resources to decentralised entities. Here, 
the aim was to enhance service delivery mechanisms, as well as to streamline 
the coordination of development mechanisms. With the third phase, government 
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defined a framework that focuses on past governance- and service delivery-based 
achievements, as well as up-scaling LED.
According to Rwanda’s revised fiscal and financial decentralisation policy, 
decentralisation entails the devolution of financial resources and decision-making 
powers to decentralised entities. This allows the earmarked entities to imple-
ment functions and responsibilities that have been delegated to them. The Fiscal 
and Financial Decentralisation Policy of 2011 – 2015 is based on certain basic 
principles, namely matching funding with responsibilities, equity, transparency, 
accountability, incentives and enforcement (Fiscal and Financial Decentralisation 
Policy of 2011 – 2015 Internet Source) .
To achieve the overall aim of this policy, adequate resources, such as own 
revenue (taxes and fees), as well as other central government transfers need to be 
made available to local authorities to carry out their devolved functions. When 
distributing resources it must be based on equity by empowering districts to col-
lect their own local revenues from taxation, user charges, as well as other forms 
of locally raised revenue. Furthermore, there is a focus on transferring funds as 
grants from centrally collected government resources, including donor funds.
The GoR developed the Fiscal and Financial Decentralisation Policy of 2006 
(revised in 2012) and the Law on the Organisation and Functioning of the District 
of 2006, which empowers districts to determine rates and collect local taxes and 
fees, as well as other non-tax revenues along with various fees and taxes, namely 
property and rental income tax, as well as business licences. To establish revenue 
sources to strengthen management and streamline the implementation of fiscal 
decentralisation, the following legal instruments were put in place:
 ● Law No. 59/2011 of 31/12/2011 establishes the revenue sources and property 
of decentralised entities.
 ● The Ministerial Order No. 005/12/10/TC of 26/06/2012 determines the mo-
dalities for the implementation of Law No. 59/2011 of 31/12/2011, which 
establishes the sources of revenue and property of decentralised entities and 
their management.
 ● The Presidential Order No. 25/01 of 09/07/2012 establishes the list of fees and 
other charges levied by decentralised entities and determine their threshold.
Articles 27 and 28 of the Organic Budget Law of 12/09/2013 (hereafter referred to 
as OBL 2013) state revenue sources for the state budget and composition of the state 
expenditure. Central government mainly has four types of revenue, namely compul-
sory levies in the form of taxes and certain types of social contributions; property 
income derived from owning assets; and sales of goods and services. The additional 
three types of transfers from central government include block grants, earmarked 
transfers and borrowing for investment. Other sources of revenue are made up of 
taxes and fees charged for service delivery (Organic Budget Law 2013:39–40).
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INSTITUTIONAL AND STAKEHOLDER ENVIRONMENT
This section highlights the institutional stakeholders facilitating the implementa-
tion of the Fiscal and Financial Decentralization Policy of 2001 in terms of the 
management of the collection of own revenues.
The National Decentralisation Steering Committee
The National Decentralisation Steering Committee is chaired by the Permanent 
Secretary of MINALOC, and co-chaired by the Permanent Secretary or Secretary 
to the Treasury in MINECOFIN. Other members include a representative from 
RALGA, which has the mandate of representation, capacity building, lobbying 
and advocacy within the districts; a representative of the Rwanda Governance 
Board, the accountant general; the director general of MINECOFIN in charge 
of economic planning and the national budget; the director of planning at 
MINALOC; the commissioner-general of the RRA; and the mayor of the CoK. 
The National Decentralisation Steering Committee may evolve into a Local 
Government Finance Commission (Fiscal Decentralisation Policy of 2011 – 2015 
2011 Internet Source).
This Committee convenes on a quarterly basis and is the main institution for 
monitoring and evaluating performance of the fiscal decentralisation commit-
tee. Since 2012, Cabinet has handed over the responsibility of collecting all lo-
cal government own revenues to the RRA on behalf of local governments and 
districts. However, local government authorities are still responsible for planning 
and targets that are handed over to RRA for collection. This is done by signing 
a memorandum of understanding (MoU) between the mayor and commissioner 
general, which is witnessed by the ministries of Finance and Local Government. 
The MoU is signed on an annual basis as a sign of commitment, as there is no law 
that regulates this decision. In case of appeals and exemption, it is the responsibil-
ity of the council members, and not of the RRA.
Tax advisory councils
These tax advisory councils (TAC) were introduced in 2002 and regularised in 
2009 with the aim of strengthening joint efforts between the RRA and the Private 
Sector Federation (PSF). The objective was to strengthen the partnership between 
RRA and PSF, so that they can jointly identify and address tax issues that affect 
both parties; and discuss and recommend new approaches for addressing tax 
issues, such as proposing amendments to tax laws (Rwanda Revenue Authority 
2014:5).
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Tax issues Forum
This tax issues forum (TIF) was established in 2007 at central level to align the 
RRA and the PSF with the objectives to strengthen a partnership between the 
RRA and the PSF to jointly identify and address tax issues affecting both parties, 
to discuss and make recommendations for new approaches to address tax issues; 
for example, proposing amendments of tax laws. This forum also addresses chal-
lenges that could not be handled by the TAC mentioned above (Rwanda Revenue 
Authority 2014:5).
Rwanda Revenue Authority
The Rwanda Revenue Authority (RRA) was established in 1998 and is responsible 
for all types of revenue (tax, customs duties and other forms of revenue). In 2011, 
the World Bank Central Finance Agency (WBCFA) reported that it had both the 
power for tax policies and tax administration (Rwanda Revenue Authority 2014:5).
The RRA’s reputation and expertise, as well as transparency, reliable databas-
es, easy filing, easy payment methods, good communication of property tax and 
sending reminders to citizens are key factors to bolster the efficiency of collec-
tions. In line with the newly adopted approach, each district has an independent 
bank account at different commercial banks.
The bank accounts are reserved for collections and within a period of 15 days, 
the commercial bank will automatically transfer the collected fees to the district 
bank. Hereafter, the districts can start using the money to fund their day-to-day 
operations. For each collection, RRA is paid 5% commission for collecting taxes 
and 10% for collecting fees.
In addition, RRA has hired independent companies to help collect fees that 
are difficult to monitor and collect. This especially pertains to collecting fees 
in remote areas where there is no formal market. These independent contrac-
tors are also paid commission based on the amount of revenue they have col-
lected. This approach helps increase revenue and bolsters transparency and trust 
among stakeholders.
STRATEGIES FOR IMPLEMENTING NATIONAL 
POLICY ON OWN REVENUES
Zero Cash Policy
MINALOC introduced this policy in October 2012 to ensure that no fees and tax-
es are collected by hand. The aim of this policy was to help minimise corruption, 
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fraudulent habits and embezzlement. No revenue officers are allowed to receive 
cash from taxpayers. Instead, the taxpayer has to pay the fees and taxes into the 
district’s bank account. The receipt then needs to be presented to the district’s 
clearance office (Zero Cash Policy 2012).
To ensure that the policy is implemented successfully, the National Dialogue 
Meeting held in December 2008 recommended creating a Savings and Credit 
Cooperative (SACCO), as well as credit unions at each administrative sector 
level. The local Banque Populaire and other commercial banks were mandated 
to facilitate revenue collection in every sector; encourage the community to save; 
and encourage community members to recycle savings in a given locality and 
to mobilise savings locally within the community, where after the profits are re-
turned to members in the form of loans. As such, the money remains within the 
membership and locality.
Increase own revenue as part of the 
performance contract (Imihigo)
The Imihigo performance management tool enables most government ministries 
to act on behalf of their ministries and all district mayors. Each year, the mayor of 
the CoK signs a performance contract on behalf of citizens with the President of 
Rwanda. The districts are responsible for implementing programmes under this 
broad agenda, while central government assumes a planning and facilitating role. 
Planning ensures that the national objectives of reducing poverty and facilitat-
ing growth are met. The decentralisation policy is also designed to deepen and 
sustain grassroots-based democratic governance, as well as to promote equitable 
local development by enhancing citizen participation. Furthermore, the policy 
aims to maintain effectively functioning and mutually accountable links between 
central and local government entities. This entails enhancing citizen participation, 
promoting a culture of accountability, fast-tracking and sustaining a culture of 
equitable local development to bolster local fiscal autonomy, creating employ-
ment and reducing poverty, as well as enhancing effectiveness and efficiency in 
planning, monitoring and delivering services.
The subsidiary principle underpins the decentralisation policy. Notably, this 
policy is designed to ensure transparency and accountability concerning local 
service delivery through citizen participation by involving civil society and faith-
based organisations, the private sector and development partners.
Imihigo is used across government as performance contracts to ensure ac-
countability. All government levels, from the local district level to ministries and 
embassies are required to develop Imihigo and have them evaluated. Furthermore, 
public service staff members also sign an Imihigo with their managers or heads 
of institutions.
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Notably, this helps create better collaboration and a sense of shared respon-
sibility between the Joint Action Development Forum (JADF) members, district 
staff and the district council concerning revenue collection and sensitisation. It is 
a positive practice to implement Imihigo among district staff and stakeholders to 
monitor implementation. Moreover, this is a handy tool to increase own revenues 
within local government.
Regular capacity-building forums organised by RALGA
A technical forum is a network of local government officials or staff members who 
occupy similar positions. The forum serves as a collaboration space in RALGA 
and identifies common trends within the local government domain to identify 
best practices and tailor resources. This peer-learning approach transcends di-
dactic classical methods. Notably, it offers a framework for debate and dialogue 
on agreed-upon topics or challenges such as enhancing local own revenue. One 
of RALGA’s strengths is creating and facilitating technical forums for government 
staff and elected leaders from all districts. Participants come together and discuss 
common issues, as well as identify best practices and issues that need advocacy 
and capacity-building actions.
The overall objective of technical forums is to facilitate exchange between lo-
cal government staff and elected leaders who occupy similar positions. Ultimately, 
the aim is to cross-share information, ideas and good practices within the local 
government domain.
The specific objective of technical forums is to allow members to have mean-
ingful discussions on daily challenges. Furthermore, it aims to facilitate best prac-
tices and experience-sharing among participants on how one or more districts 
have managed to overcome a specific challenge. In the aforementioned instance, 
the person addressing the forum should be informed beforehand, so that they 
have adequate time to prepare an informative presentation with meaningful 
strategies. The forum provides a platform for local government staff to meet 
representatives from central government to discuss a specific issue that requires 
clarification and which might hamper service delivery. The purpose is not to 
facilitate lengthy lectures or discussions, but rather to interact meaningfully to 
find solutions. In addition, it serves as an induction platform for newly elected 
leaders and hired staff.
In terms of the structure, each forum elects a bureau composed of a chairper-
son, a deputy-chairperson and a secretary elected by members. Each person has 
a focal person/facilitator within the RALGA Secretariat who also manages the on-
line forum. Prior to planning a forum meeting, RALGA staff work with the chair-
person and co-chairperson to develop the agenda. The chairperson chairs the 
meetings, while the co-chairperson takes over when the chairperson is absent.
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The process has contributed meaningfully to bolster local government rev-
enue, as revenue collectors and inspectors have the opportunity to meet and 
share experiences and come up with solutions for daily challenges. Furthermore, 
it provides a platform to come up with a joint action plan that can be imple-
mented in their respective districts. In cases where districts require research-
based advocacy, RALGA carries out the research and shares key outcomes 
with stakeholders.
Public financial management local 
government peer review mechanism
This annual review mechanism is a key way to gain insight into exactly how public 
funds are managed at local government level. It is normally organised at province 
level, whereby all technical staff within the district who are in charge of public 
financial management (PFM) (revenue officers, revenue inspectors, internal audi-
tors, as well as procurement, finance and accounting officers) visit each district 
as a group. The purpose is to review how PFM is conducted in areas of revenue 
administration, financial reporting and procurement.
The review consists of meetings and in-depth analyses, while specific of-
ficers from each domain discuss all dimensions in detail. Hereafter, a com-
prehensive checklist is drafted that covers all the dimensions and their various 
indicators are used to this effect. During the discussion, the reviewers share 
their experiences with interviewees, while it also provides an opportunity to 
provide advice and share best practices, as observed in other institutions. This 
approach or strategy has enhanced the mobilisation of local government’s own 
revenue, whereby the peer review comes up with strategies to increase dis-
tricts’ own revenues.
Inspections carried out by the Ministry of Local Government
The districts organise PFM inspection reviews on all levels. MINALOC carries 
out the inspection to confirm whether the district complies with the PFM-related 
regulatory framework.
organised technical and steering committee 
meetings on fiscal decentralisation
As mandated by the Fiscal Decentralisation Policy 2011–2915 (2011:21), the fiscal 
decentralisation steering and technical committees convene on a quarterly basis. 
Key discussions include issues relating to fiscal transfers, strategies to enhance 
revenue mobilisation and collecting own revenues by proposing mechanisms 
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and approaches to bolster collection and administration, creating an appropriate 
legal framework and identifying new fees and taxes to be introduced within local 
government. The committee also conducts monitoring and evaluation on fiscal 
decentralisation strategies and recommends changes and improvements in local 
government finances.
Budget and accountability days
Local governments have to organise two important functions on an annual basis, 
namely budget and accountability days. On budget day, which is organised in 
June of every year, elected council members invite all citizens and stakeholders 
to a presentation of the budget for the next financial year (from July to the end of 
June). The objective of the budget is to show citizens the projects, programmes 
and activities that will be implemented as Imihigo, as well as to highlight rev-
enue sources to finance Imihigo. This includes local government’s own revenues 
projects (taxes and fees) to be collected in that particular year. By doing that, it 
motivates citizens/taxpayers to pay their taxes and fees in good faith (cf. Ministry 
of Finance and Economic Planning 2012–2013 Internet Source).
Accountability day, which is organised annually in July, shows citizens how 
their taxes and fees have been used. In general, this encourages citizens to pay 
their taxes diligently. As such, the strategy helps enhance local government 
finances.
Introduction of the M-declaration (Smart technology)
Developed by Rwanda Online, the Irembo automated system is used to col-
lect local taxes and fees. With this convenient, timesaving service, taxpayers 
can pay their taxes and fees online. This new payment method allows tax-
payers to pay their taxes via mobile phone by simply composing a series of 
digits. Available on a national scale, it also allows users to manage different 
administrative responsibilities, such as trading licence fees and even birth 
certificates. This function increases efficiency in tax compliance and reduces 
transaction costs.
To access this function, taxpayers have to declare their taxes on the Irembo 
website via the M-declaration process. Hereafter, a reference number is gener-
ated that indicates the type of fees one is paying; after this the user can then 
proceed with the subsequent steps (PAL 2014 Internet Source).
After completing the process, taxpayers have the option of paying via mobile 
money, mobile banking or over the counter. Functionalities of the M-declaration 
include: registration, M-declaration/filing, M-payment, acknowledgement, report-
ing and communication (PAL 2014 Internet Source).
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other revenue collection strategies and mechanisms
In addition to the above-mentioned national policy strategies applied to managing 
local government’s own revenue, localised strategies are also initiated by district 
authorities. Notably, these strategies aim to increase local government’s own rev-
enue, so that there are adequate resources to finance the annual Imihigo develop-
ment plan. The following section presents important examples.
Regular sensitisation campaigns
In addition to efforts to enhance the technical capacity of all local government 
officials involved in local revenue administration, it is also important to focus on 
the level of knowledge of taxpayers concerning administering local revenue and 
their attitudes towards meeting their tax obligations. Notably, these crucial factors 
contribute to taxpayer compliance and subsequent local revenue yield.
Local government staff members use specific communication channels to 
reach taxpayers. Some communication channels serve to communicate directly 
with individual taxpayers about the details of their tax obligations; other chan-
nels are directed towards groups of taxpayers or the entire taxpayer body, while 
yet another set of channels address the population as a whole (Ministry of Local 
Government 2014:9) .
Individual visits by a revenue officer
Individual visits by revenue officers are a popular way of communicating with 
taxpayers. Revenue officers at district/sector level or private tax collectors visit 
taxpayers individually at their homes or businesses to discuss their specific tax 
obligations, remind them of overdue payments, or whether a change in the tax-
payer’s circumstances might have increased or decreased their tax liability. While 
revenue officers might see these visits as a means of inspecting and verifying tax 
payments, they also play a key role in communicating with taxpayers. It allows 
the revenue officer to convey specific messages, give taxpayers time to respond to 
the messages and raise any questions and concerns within a private environment 
(Ministry of Local Government 2014:9).
Due to the large number of taxpayers, it is daunting for a single revenue officer 
to fulfil this task. Thus, some districts have sought ways to overcome these chal-
lenges. In most local governments, for example, revenue officers from and in the 
districts joined forces and meet regularly for tax recovery (recouvrement), each 
time in a different sector. During this endeavour, participants split up into pairs and 
visit non-paying taxpayers to remind them of their liability. Each sector is visited at 
least once a trimester. This temporary supplement of manpower allows all sectors 
to follow up on defaulters in a concerted and concentrated effort, as well as to 
reach more people on an individual basis (Ministry of Local Government 2014:9).
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Mail correspondence
Some correspondence with taxpayers also takes place in writing via mail corre-
spondence. However, this form of communication is almost exclusively reserved 
for reminding people of their overdue taxes, as well as informing them of late-
payment fines and penalties. For this purpose, the sectors usually use standard-
ised templates and fill in individual taxpayer information. This practice rational-
ises their workflow, while ensuring that all taxpayers receive similar information. 
However, the systemic use of this approach has been more successful in urban 
areas, specifically the CoK (Ministry of Local Government 2014:9).
Tax week campaign at sector and cell level
This entails organising group meetings with taxpayers at sector and cell level on a 
regular basis. These meetings are referred to as tax week campaigns and are or-
ganised at least once a year during tax season, specifically from January to March. 
In more densely populated areas, these meetings are held at cell level. The events 
usually target specific taxpayers, such as business owners who are liable for pay-
ing trading licence tax or vendors liable for paying market fees.
They are either invited to attend a meeting at the sector or cell office or one 
of the trading centres. Alternatively, revenue staff members conduct a campaign 
during another gathering, such as the Umuganda programme, which is organised 
every last Saturday of the month. When there are large groups, loudspeakers and 
banners are used to convey the most important information.
In addition, some districts piggyback on RRA’s national taxpayer day to pro-
mote national-level, as well as local taxes.
Village taxpayer representatives
In the Gasabo district an urban sector initiated a taxpayer representative at village 
level, who was elected by the villagers. This practice proved to be effective and 
quickly spread across the district. A contact person at village level facilitates get-
ting in touch with individuals when necessary, mobilising them and disseminating 
or obtaining information. Taxpayer representatives can play a key role in help-
ing to organise taxpayers’ meetings, delivering mail correspondence and track-
ing down taxpayers that are not known to the administration (Ministry of Local 
Government 2014:9) .
Cooperative and trade associations
In districts, revenue staff members work through cooperatives and trade asso-
ciations to communicate with member taxpayers. The effective use of commu-
nication channels and a network of personal relations are established within the 
cooperative to support its own initiatives to get tax messages to all its members. 
The advantage of this arrangement is that members of a cooperative or trade 
Administratio Publica | Vol 25 No 4 December 2017 225
association are usually engaged in the same economic activities and are therefore 
subject to the same taxation scheme. For example, certain districts effectively 
used an association of timber dealers to keep track of the amount of forest prod-
ucts transported by its members and to remind them of their tax liability (Ministry 
of Local Government 2014:9) .
Text messages
Some urban areas also use bulk text messages to communicate with taxpayers via 
an automated service offered by mobile network companies. These messages are 
sent to all taxpayers during tax season reminding them of their payment deadline. 
The taxpayers’ mobile phone numbers are sourced from the taxpayer registers 
maintained at sector level. However, this practice presupposes that taxpayers 
maintain their mobile contacts (Ministry of Local Government 2014:9).
Written announcements and leaflets
Many local administrations make use of leaflets or posters displayed at district or 
sector offices. Written announcements, which provide information on tax rates, 
fee threshold and tax deadlines are usually posted on notice boards at the district 
or sector premises or at the revenue officer’s office. In addition, districts are pro-
vided with leaflets that describe the new legal framework on local own source 
revenue (Ministry of Local Government 2014:9).
Radio and television announcements
Some districts also buy airtime from local radio and TV stations to broadcast an-
nouncements reminding taxpayers of their tax liability, as well as the deadlines 
for tax payments. These specially designed advertisements are aired repeatedly 
during the tax season and are meant to reach both taxpayers and the population 
as a whole.
The list of different communication channels shows that local governments 
are making strides to communicate with taxpayers. The different channels can be 
used to transmit messages to different target groups. According to the Taxpayers 
Sensitisation and Communication Strategy (2014:8–10), it is important to employ 
an effective mix of different communication channels to ensure that all target 
groups receive the information they require.
DISTRICT REVENUE COLLECTION CHALLENGES
Fiscal decentralisation is among the highest priorities of the GoR. Despite, the de-
centralisation policy that was adopted in 2006 and implemented on district level, 
local entities have remained reliant on central transfers, as local own revenues 
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(and particularly local tax collection) has not increased as expected. Undeniably, 
this hinders fiscal decentralisation. The underlying reasons include limited human 
resource capacity at district level in terms of managing and collecting revenue, 
inadequate revenue databases, a narrow revenue base and low tax rates (Kopanyi 
2015:4).
The main challenge local government encounters in using communication 
channels stems from a lack of resources, such as manpower to organise and im-
plement interventions – specifically those aimed at individual taxpayer contact. 
For example, in some sectors, tax officers reported having difficulty doing field 
visits due to a lack of transportation (Taxpayers Sensitisation and Communication 
Strategy 2014:12).
Another challenge lies in the difficulty of reaching certain taxpayer groups. For 
some groups, such as business-related taxpayers, fee payers or users of chargeable 
services provided by local government, districts have established effective ap-
proaches to address individual taxpayers, as well as taxpayer groups as a whole. 
However, they have difficulty in reaching out to land-related tax fee payers and 
citizens owing other types of fees (Taxpayers Sensitisation and Communication 
Strategy 2014:13).
Current communication approaches pose yet another challenge. The ma-
jority of information provided to taxpayers focuses on who is liable for paying 
taxes or fees, the amount they will have to pay, as well as the deadline. Very 
little information is provided on why the taxes and fees need to be paid. This 
is particularly relevant where there is a direct link to providing a specific ser-
vice, as well as projects and government activities that are being financed by 
tax-related fees. A lack of information on the latter might result in ignorance and 
misperceptions that might weaken taxpayers’ willingness to comply with their tax 
liabilities. Subsequently, this might lead to tax avoidance and evasion (Taxpayers 
Sensitisation and Communication Strategy 2014:13).
The introduction of an automated smart technology system for collecting and 
paying taxes and fees, as well as a resistance to change, has been a challenge for 
some taxpayers. The new system requires taxpayers to declare their taxes online. 
This was not the case before smart technology was introduced and has led to 
taxpayers not paying revenues as planned.
CURRENT UNUTILISED NATIONAL POTENTIAL 
FOR COLLECTING REVENUE
The overarching objective of this tax reform is to increase local own revenues 
by tapping into the revenue potential in an equitable fashion. This can be done 
by broadening the tax base, increasing tax rates, bolstering RRA’s collection of 
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local taxes and fees on behalf of local government, establishing cost-effective tax 
administration via electronic databases and state-of-the-art filing and collection 
instruments like e-filing and e-payment, as well as utilising and supporting data-
bases like the electronic land records (LAIS), banking data and city data (Rwanda 
National Revenue Authority 2012).
The Local Government Revenue Potentials Study (LGRPS) that was carried 
out by the International Centre for Policy Studies identified a number of av-
enues for gathering own revenue (LGRPS in Cyan, Karuranga and Vaillancourt 
2013). Nonetheless, certain areas still need further refinement and analysis. In 
other areas, goals need to be reconsidered, while alternatives need to be tested. 
Furthermore, the Fiscal Decentralisation Steering Committee needs to prepare 
and adopt a number of specific measures or instruments to enhance or complete 
the implementation of the decentralisation policy.
Local taxes for collecting revenue
Local taxes can be divided into the following categories:
 ● Flat rate piggyback income tax: There is a wide consensus that progressive 
income taxes are best assigned at central government level. Due to the mo-
bility of taxpayers, the goal of income distribution is best pursued by central 
government. Another reason for this arrangement is that progressive income 
taxes tend to act as automatic economic stabilisers. Notably, macro-economic 
stabilisation should be central government’s responsibility (Cyan et al. 2013).
 ● Local business tax: The districts of Rwanda levy a trading tax on value-
added tax (VAT) registered businesses. The LGRPS study showed that the 
districts did not have adequate access to data (LGRPS in Cyan et al. 2013). 
The collection was also weak due to local capacity issues. Business taxes 
and licence fees are justified levies at sub-national level. It is an indirect 
and yet administratively easier way to source income from business own-
ers. Furthermore, it acts as a benefit tax for the services and infrastructure 
provided by sub-national governments. Notably, the tax should be given 
increased importance. It should be structured as a broad-based levy that is 
neutral towards the production factor mix, as is the case with origin-based 
business value tax (BVT) (Bird 2004: xx).
 ● Local excise taxes: Sub-national excise taxes piggyback on their central 
counterparts and should be handed over to districts to enhance their revenue 
potential. It will be collected by RRA, along with central excises that are al-
ready in force. Under such a tax, the districts will be allowed to choose a 
rate from the predefined range set by the Ministry of Finance and Economic 
Planning. The revenue collected from the local components will be shared 
by the districts on a derivation basis (Cyan et al. 2013). As excises tend to be 
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more politically acceptable, they can be administered easily in coordination 
with national wholesalers as withholding agents. In doing this, the rate can 
be differentiated by jurisdiction. Moreover, the benefits principle accords well 
with the assignment of destination-based excises on tobacco and alcohol to 
the sub-national level to the extent that the latter is responsible for healthcare, 
while vehicles and fuel are responsible for sub-national government’s involve-
ment in road construction and maintenance (Cyan et al. 2013).
 ● Expanding the number of fixed-asset tax (FAT) taxpayers: There is a potential 
for expanding FAT. Currently, only taxpayers who registered their properties 
as full ownership pay FAT. The aforementioned taxpayers pay taxes based on 
the value of their property. Those with land lease registrations pay fees that are 
levied with a per-square-metre fee.
Charges and fees
User charges and fees are the most appropriate revenue source for local govern-
ment, as it fits perfectly within the benefits principle (Cyan et al. 2013). A con-
siderable range of services can be financed with user charges and fees, namely 
water and sewage, electricity, parking, garbage collection, local transportation 
and road use.
In Rwanda, user fees are already implemented for parking fees, documents and 
incineration. These need to be improved to ensure that they are charged using 
the marginal cost pricing principle. Concerning user fees, districts should analyse 
service costs and fix the user charges according to the marginal cost principle. 
Typically, this would imply that user charges would be levied to cover the opera-
tional costs of the services and will vary across districts. This pricing principle will 
identify invisible subsidies in service provision and help districts deal with these 
(LGRPS in Cyan et al. 2013).
Other services such as health and education can be financed partially with 
user fees. However, even as equity remains priority, basic services should not be 
withheld from poor households.
Thus far, improved levies have not been implemented in Rwanda. These could 
be structured as upfront payments by developers and owners for infrastructure 
improvements, such as sidewalks, lighting, additional road construction, as well 
as access to water and sewage.
Decentralising electricity and water management facilities
Currently, private agencies manage both utilities. Notably, this involves col-
lecting a considerable amount of revenue. If each district is given the author-
ity to manage water supply and electricity distribution within its geographical 
boundaries, it would generate more revenue and it would be easy to follow-up 
on technical maintenance.
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OPPORTUNITIES AND POTENTIAL 
OF LOCAL OWN REVENUES
As noted before, the LGRPS, which was carried out by a team under the auspices 
of Georgia State University for the GoR in 2012, identified a number of opportu-
nities for every type of tax and fee (LGRPS in Cyan et al. 2013).
Tax- and fee-collection strategies
The main potential of this type of tax strategy is to increase tax collection by intro-
ducing new rates for fines, penalties and enforcement procedures for defaulters. 
As all trading centres are towns, district authorities are required to come up with 
long-term strategies to implement master plans.
As there is a focus on investing more in the business sector and introducing 
more public private partnerships (PPPs), there is a larger pool of potential tax pay-
ers, VAT-registered taxpayers, businesses and trading centres, tax privatisation and 
revenue collectors. With this new map of cities, comes even greater investment in 
industrial and commercial sectors, less informal businesses and developing new 
infrastructure for economic growth. Notably, this increases the potential for trade 
licence tax.
The technical, financial and human capacity of the RRA should be developed 
to manage area-based FAT, value-based FAT, fiscal cadastre, rather than the cur-
rent 3 850 registered FAT payers. The electronic revenue system supports this 
objective, but it requires proper data and the scope of the fiscal cadastre.
Notably, collection efficiency should be increased. The current collection 
efficiency of property taxes seems to be very low. Therefore, it is important to 
regulate collection and enforcement rules and procedures. This should include 
customer-friendly billing, collection and payment systems, as well as proper com-
munication concerning the use of tax revenues.
Undeniably, districts should play a more important role. In line with the tax 
reform, RRA was mandated to collect own revenue on behalf of districts. It is vital 
for districts to be involved and assume responsibility in the administration of own 
revenue. Some key responsibilities of this local government tier are outlined in 
MoUs signed between districts and RRA.
IMPLEMENTATION OF LOCAL OWN REVENUE POTENTIAL
The GoR should consider a menu of options to increase government revenue. 
This section recounts the key issues that provide the foundation for these choices, 
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recounts international experiences in using local revenue and outlines Rwanda’s 
options by pointing out tax policy and administrative issues.
The key thrusts for enhancing local revenue mobilisation in Rwanda should 
include the following:
 ● Creating a tax environment with incentives for districts to mobilise revenue.
 ● Weaning large local governments from relying on central transfers and relying 
more on own revenue.
 ● Restructuring important local taxes, so that districts can apply their own tax 
discretion.
 ● Sharing productive revenue bases with districts.
 ● Investing in local tax administration under a performance-oriented system
The well-coordinated implementation of this reform strategy will enhance rev-
enue collection in the districts. It will also ensure that the asymmetric endowment 
of key revenue bases does not lead to inequitable expenditure patterns on local 
services across districts. The reform strategy combines measures for short- and 
medium-term effects on revenue. In addition, tax changes will allow districts to 
generate higher per capita taxes.
Access to tax bases that are easier to administer, such as income and con-
sumption tax bases, will contribute further to local revenue without necessarily 
burdening local administrations. Simultaneously, investment in local administra-
tion should ensure a process of capacity-building to facilitate effective collection 
mechanisms (LGRPS in Cyan et al. 2013).
Collection efficiency should be increased concerning both taxes and fees. The 
current collection efficiency, especially concerning property taxes, is low. Thus, it 
is vital to regulate collection and enforcement rules and procedures according to 
the current revised law. In line with this, revenue collectors are mandated to en-
force the law during their collection and administration duties. Should the revised 
law not be passed the approach to taxation and fixed assets should encourage, 
or sensitise taxpayers who own property or buildings to register for title deeds 
(full ownership) for the purpose of increasing property tax or FAT. As mentioned 
above, the law requires citizens with title deeds to pay property tax equivalent 
to 0,001% of the property’s value. Non-performing districts have a lower num-
ber of taxable fixed assets and do not have electronic tax collection systems. 
Undeniably, a sound tax administration with updated registration of fixed assets 
plays a key role in better revenues.
Another avenue that needs to be followed is working with all banks and the 
SACCOs, which has already started to receive cash in hand concerning the zero-
cash policy. To maximise revenue collection, newly introduced smart mobile 
technology, such as Mobi-cash, Mobile Money and Tigo, can be used to file and 
pay taxes and fees. Other methods that are proving to bear fruit in all districts 
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include regular reminders and the sensitisation of communities during Umuganda 
days. Notably, rental tax is unpopular in upcountry areas, as there are few large 
taxable units and the rent is low. However, besides the CoK, rural districts have 
embarked on campaigns to mobilise this tax.
Another potential revenue avenue is collecting parking fees, which is noted in 
districts that have not embarked on selecting and demarcating parking space for 
vehicles. Some districts have not implemented the Presidential Order No. 25/01 
of 09/07/2012, as it relates to parking levies. Cars and trailers that park in cit-
ies, either on duty, in transit from one district to another or from abroad, could 
raise a lot of revenue from parking fees if the parking space is demarcated with a 
parking-fee sign. Other best practices include charging a flat rate for whole-day 
parking for vehicles entering and exiting a taxi park, rather than charging them as 
they come and go. This avoids congestion and ensures specific revenue per day, 
which eliminates collection loopholes. In addition, there should be an automatic 
mechanism for individuals exiting a taxi park without paying to do so immedi-
ately, before penalties are applied.
There is also a potential for gathering fees from land leases. In line with this, 
each district should have a list of all landowners in each village, which details 
the plot size, location and rate. All districts have a department in charge of 
land registration, which has a list of land lease owners with all the details of 
land use (residential, agricultural, industrial or commercial). This allows the 
council members or district authority to be aware of the amount of revenue 
to be collected from land leases. Each district can work with the land centre 
bureau at the Rwanda National Resources Authority (RNRA) to get a list of 
land owners, as well as with the local administration in question to identify 
the owners.
Collecting quarry, forest and market fees in remote areas with no access 
to banks, SACCOS or mobile reception, can be challenging. For this reason, 
RRA, which was given the mandate to collect revenue on behalf of districts, 
outsourced this responsibility to private tax collectors. This helps curtail cor-
ruption and acts as a control mechanism for those issuing receipts. There is a 
need for three checkpoints: at the quarry or forest; at the junction to the main 
road; and for issuing receipts. For market fees, banks should deploy mobile 
vehicle banks so that private revenue collectors can make immediate deposits. 
In line with the zero-cash policy, revenue collectors will not have to keep 
cash with them.
Lastly, the correct taxpayers should be identified when collecting public clean-
ing fees. Currently, the fees collection is outsourced. However, more taxpayers do 
not equal higher collection rates. As such, it must be accompanied by a strategic 
approach to identify taxpayers who are liable for this type of fee. Normally, each 
businessperson should pay these fees on a monthly basis. However, in cases 
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where five business owners use a single shop, each one needs to pay their part. 
However, sometimes only one pays, and the district loses the revenue from the 
other four business owners. As such, the district authority should come up with a 
strategy to identify defaulters so that it can bolster its own revenue.
CONCLUSION
For the past 10 years, local government/districts’ own revenue has improved 
considerably, from 13.9-billion Rwandan Francs to 45.7-billion Rwandan Francs 
(Taxpayers Day Magazine Internet Source). According to the trend, more revenue 
will be registered, especially with the identified potential and reforms that are 
waiting to be implemented. Undeniably, this will help generate more own rev-
enue to finance district development projects.
This stable trend demands that local governments strengthen their financial 
capacity. Decentralisation is based on recognising that the participation of key 
stakeholders, including local governments and communities, plays a key role in 
economic growth and poverty reduction. By enabling government to allocate 
resources for public service delivery efficiently, decentralisation reforms aim to 
reduce central and local governments’ large fiscal deficits. This is done by intro-
ducing more own revenues (taxes and fees) to boost development and implement 
performance contracts, or Imihigo.
Local revenues will also be influenced by the recent evolution in information 
and communication technology. This suggests that these types of external events 
will be the main force behind future changes. Taxpayers already use smart tech-
nology to pay taxes and fees, which bolsters tax compliance and reduces transac-
tion costs. This will eventually boost local government’s own revenue.
With the new Fiscal and Financial Decentralisation Policy and Strategy for 
2017–2022 (Rwanda Ministry of Finance and Economic Planning 2016) being de-
veloped, and based on the number of recommendations for decentralising more 
taxes and fees, there is an opportunity for introducing new own revenues to boost 
local governments’ finance coffers. It is hoped that these finances will be imple-
mented for developmental and infrastructure projects (Economic Development 
and Poverty Reduction Strategy II 2013–2018 2013).
NOTE
* Enock Arinda Bwatete is a Research Facilitator at the Centre for Public Management and 
Governance at the University of Johannesburg, South Africa.
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